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The Chiness textile interacts lock with spprehension on bhe business trande in 
Japan, They ave efraid » a lerge textile industry will evelve in dapsa 
will utdlise Amerisan capital and Japanese Labor » anc they beliava Ghat mo ¢ 
competition cag equal this cambination. Consequently vey wish to find pred: 
ticn possibilities which will ovfer a quick previt iin the next two or tarac 
vefore tha compebitien for the South Seas market becomes intenslfisd. 


raw cotton wilh sa s 
the Provineial Covernadat to the Canten mill at a certain price, Tne oe 
then process the cotton, make yarn, manufacture plece goods, obec... and will 
allowed oy the Frrovincial Government to export substantial quantities of ‘the 
finished vroduct., Sixhy per cent of tne Erte t froin Ghese Operobiens Money Be 
the Provinglal Gove aenmant 1. 
oo the mitts. This is the ‘only gereenent Aaach has Seen made in GAEL on es 
cotten mili. If such business srraugements cra carried ont on a large scale 
permission, it will be Indicative that in the Canton area, and perhaps in all of 
the areas certain regional controls and regulations will be estab. 
lished waren BLT amparsede the so-called national reguictions administered 

chiefly in Shanghe? and Nanking. 


Tha prefit split for this agreement is saperior to what private mills recei 
Shanghai and other ared33. therefore this may induce other industrial Ares mds 
hamstrung by restrictlons to move into ths southern area. Is is sot iNOTIA 

arrangements hara been made for the wiiic to handle the foreign exchange wd 
they receive from axnorts ean the Canton area, but it would appear that the 
ton frovinclel Government will have the authority to handle that exchange on 
their own tess; thie 33 in contrast with the Central centrols which apply to the 
Shanghas. areas pee ars sneanents Oy. be a Bdlevele went 
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countermeasure to prevent the Chinese industries from 


Central authorities as a 
moving to Hongicong. 


the conditions in China 
are unsettled, an mill owners do not know exactly where they 


2 t 
would send the spindles if they received the orders. There are many disputes 
25X11 over the substan- 


lal margin payments whic ave been made, and there is some question about the 


25X1 payments being returned. The rest of the payment, terms 
now demand are very stringent, and they want complete payment before going ahead, 


6. Because of the laber troubles in Shanghai and the general war situation, most of 
the cotton people wish to distribute widely any additional spindles which are 
now en route or which are to be ordered. This distribution would inelude Canton, 


Hongkong, Taiwan (Formosa), and Chekiang and Fukien Provinces, as well as \Wusih 
2x1 (od | 
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